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INDEPENDENT AUDITOR'S REPORT

Honorable Board Members
Dorothy Hull Library
Windsar Charter Township
‘Dimondale, M| 48821

We have audited the accompanying financial statements of the governmental activities and the major
fund of Dorothy .Hull Library, Windsor Charter Township, Dimondale, Michigan, as of and for the year -
ended December 31, 2006, which collectively. comprise the Library's basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Dorothy Hull

Library's management. Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to cbtain reascnable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporiing the amounts and disclosures in the financial
staternents. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the governmental activities and the major fund of the Dorothy Hull Library, Windsor
Charter Township, Dimondale, Michigan, as of December 31, 2008, and the respective changes in
financial position far the year then ended in conformity with accounting principles generally accepted in
the United States of America.

The management's discussion and analysis and budgetary comparison information on pages 2
through 4 and page 18, are not a required part of the basic financial statements but are supplementary
information required by the Governmental Accounting Standards Board. We have applied certain
limited procedures, which consisted principally of inquires of management regarding methods of
measurement and presentation of the required supplementary information. However, we did not audit
the information and express no opinion on it.

é)fuug.@w/p 4%’{4'&‘ PG Pe.

Grand Ledge, Michigan
June 20, 2007

Randail L. Tepatti, Reyistered Representative
Securities offered through NEXT Financial Group, Inc. Metmber MASD/SIPC. Cardinzl Tepatti & Co., PC. is not an afftliate of NEXT Financial Group, Inc.



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
MANAGEMENT'S DISCUSSION AND ANALYSIS
FOR YEAR ENDED DECEMBER 31, 2006

The management of the Dorothy Hull Library, Windsor Charter Township, {“the Library”) offers this
narrative overview and analysis of the financial activities of the Library for the year ended December 31,
2006 for the benefit of the readers of these financial statements. This management’s discussion and
analysis is intended to assist the reader in focusing on significant financial issues and to provide an
overview of the Library's financial activity. We encourage readers to consider the information presented
here in conjunction with the financial statements as a whole, which can be found in this report.

Financial Highlights

The assets of the Library exceeded it's liabilities at the close of the most recent fiscal year by
$536,286 (net assets). Of this amount, $344,245 (unrestricted net assets) may be used to meet the
government’s ongoing obligations to citizens and creditors.

The Library’s total net assets decreased by $10,278 dollars.

As of the close of the current fiscal year, the Library’s governmental fund reported an ending fund
balance of $413,197, an increase of $4,716 in comparison with the prior year.

At the end of the current fiscal year, unreserved fund balance for the general fund was $387,781 or
465 percent of total general fund expenditures.

Overview of the Financial Statements

The Library’s financial statements consist of three components: 1) government-wide financial statements,
2) fund financial statements, and 3) notes to the financial staterments. The report also contains other
supplementary information in addition to the basic financial statements themselves.

The government-wide financial statements are designed to provide a broad overview of the Library’s
financial position. The Statement of Net Assets and the Statement of Activities are two new financial
statements that report information about the Library as a whole, and provide measurements of long-term
trends. They are presented using a method of accounting that is similar to a private-sector business.

The Statement of Net Assets presents information on all of the Library’s assets and liabilities, the
difference between the two being reported as the Net Assets of the Library. Over time, increases or
decreases in net assets can serve as a useful indicator of whether the financial position of the Library is
improving or deteriorating.

The Statement of Activities gives the information on the revenues and expenses causing the underlying
change in the government's net assets during the most recent fiscal year. All changes in net assets are
reported as soon as the change occurs, regardless of the timing of related cash flows.

The government-wide financial statements can be found on pages 5 and 6 of this report.

Focus on Funds

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific aclivities or objectives. The Library uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. The fund of the Library is categorized
as a governmental fund,



Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, unlike the government-wide financial
staternents, governmental fund financial statements focus on near-term inflows and outflows of
expendable resources, as well as on balances of expendable resources available at the end of the fiscal
year. Such information may be useful in evaluating a government's near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial staterments. By doing
so, readers may better understand the long-term impact of the government's near term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balances provide information to facilitate this comparison between
governmental funds and governmental activities.

The Library maintains one individual governmental fund. information is presented in the governmental
fund balance sheet and in the governmental fund statement of revenues, expenditures, and changes in
fund balance for the general fund which is considered a major fund.

The Library adopts an annual appropriated budget for its general fund. Budgetary comparison
statements have been provided for the general fund in the required supplementary information.

_The basic governmental fund financial statements can be found on pages 7 and 9 of this report.

Notes to the financial statements

The notes provide additional information that is essential to a full understanding of the data provided in
the government-side and fund financial statements. The notes to the financial statements can be found
on pages 11 through 17 of this report.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents certain
required supplementary information concerning the Library's general fund budget on page 18.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicatar of government’s financial position.

In the case of the Library, assets exceeded liabilities by $536,286 at the close of the most recent fiscal
year.

A large portion of the Library's net assets (31 percent) reflects its investment in capital assets (e.g.,
Library books, furniture and equipment), less any related debt, none at year end, used to acguire those
assets that are still outstanding. The Library uses these capital assets to provide services to cltizens,
consequently, these assets are not available for future spending.



Condensed Financial Information

The table below compares key financial information in condensed format:

2006 2005

Current assets $374,508 $371,068

Capital assets — net of depreciation 166,624 180,117

Total assets 541,222 551,185

Cther liabilities 4.936 4,621

Nel assets:

Invested in capital assets, net of depreciation 166,624 180,117
Restricted for capital projects 25417 24,335
Unrestricted 344,245 342,112

Total net assets $536.286 $546 564
Revenue:
Penai fines $ 34,315 $ 30,758
Transfers 37,000 37.000
Other 25,180 22,443
Total revenue 96,495 90,201
Expenses — Library services 106,773 99,498
Change in net assets $ (10,278) 9,29

Contacting the Library

This financial report is designed to provide the wide variety of users of this document with a general
overview of the Library’s finances and demonstrate the Library's accountability for the money entrusted to
it. If you have any questions regarding this report or need additional financia! information, please direct
your requests to the Dorothy Hull Library, 405 W Jefferson, Dimondale, Michigan 48821,



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
STATEMENT OF NET ASSETS
DECEMBER 31, 2006

ASSETS
Cash and Cash Equivalents
Investments
Prepaid Insurance
Capital Assets - Net

Total Assets

LIABILITIES
Accounts Payable
Accrued Expenses

Total Liabilities

NET ASSETS (DEFICIT)
Invested in Capital Assets
Restricted for Special Purposes
Unrestricted

Total Net Assets

Governmental
Activities

b 97,206
276,527

865

166,624

541,222

1,608
3,330

4,936
166,624
25417
344,245

5 __ 536286

The notes to the financial statements are an integral part of this statement.
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DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
BALANCE SHEET
GOVERNMENTAL FUNDS
PECEMBER 31, 2006

General
Fund
ASSETS
Cash $ 97,206
Investments 320,928
Total Assets 3 418,134
LIABILITIES AND FUND EQUITY
Liabilities
Accounts Payable 3 1,608
Accrued Wages 3,330
Total Liabilities 4,936
- Fund Balance
Fund Balance - Unreserved 387,781
Fund Balance - Reserved 25417
Total Fund Balance 413,198
Total Liabilities and
Fund Balance 3 418,134

The notes to the financial statements are an integral part of this statement.
7



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
RECONCILIATION OF BALANCE SHEET OF GOVERNMENTAL
FUNDS TO STATEMENT OF NET ASSETS
GOVERNMENTAL FUNDS
December 31, 2006

Total fund baiance -Total govermmental funds 3

Amounts reported for governmental activities in the statement
of net assets are different because:

Capital assets used in governmental activities are not
financial resources and are not reported in the

governmental fund financial statements,

Accumulated depreciation has not been included in the
governmental fund financial statements.

Adjust investments to fair market value

Prepaid items are not available to pay current-period
expenditures and, therefore, not reported in the funds.

Net assets of governmental activities 8

The notes to financial statements are an integarl part of this statement.
8

413,198

535,800

(369,177)

(44,400)

B65

536,286



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2006

REVENUES
State Aid
Penal Fines
Charges for Services
Interest and Rentals
Other Revenue

Total Revenues
EXPENDITURES
Recreation and Cuiture
Capital Cutlay

Total Expenditures

Excess of Revenues Over (Under)
Expenditures

Other Financing Sources (Uses)
Operating transfers in - Primary government

Excess of Revenues and Other Sources Over
{(Under) Expenditures and Other Uses

Fund Balance - January 1

Fund Balance - December 31

General
Fund

b 5,302
34,315

4,002

15,874

1,313

60,996

72,249
21,031

93,280
(32,284)

37,000

4,716
408,481

3 413,197

The notes to the financial statements are an integral part of this statement.

9



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
GOVERNMENTAL FUNDS
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCE TO STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2006

Net Change in Fund Balance - Total Governmenital Funds 3 4,716

Amounts reported for governmental activities in the statement
of activities are different hecause:

Governmental funds report capital outlays as expenditures;
in the statement of activities, these costs are allocated
over their estimated useful lives as depreciation.

Capital asset purchases capitalized 20,420
Depreciation expense (33,913)
Loss realized on investments {1,501)
Change in Net Assets of Governmental Activities 5 {10,278)

The notes to financial statements are an integral part of this statement.
10



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies of Dorothy Hull Library conform to accounting principles generally accepted in
the United States of America (GAAP) as applicable to governmental units. The following is a
summary of the significant policies used by Dorothy Hull Library:

The Reparting Entity

Dorothy Hull Library was established pursuant to the provisions of Michigan law (MCL 397.210) and is
governed by an elected six-member board. The Library Board has exclusive control over library
funds, expenditures and of any library building construction, supervision, care and maintenance. The
library fund revenues must be deposited in the township treasury and are drawn by the township
treasurer on library board vouchers.

The criteria established by the Governmental Accounting Standards Board (GASB) Statement No. 14
“The Financial Reporting Entity” for determining the reporting entity includes oversight responsibility,
fiscal dependency and whether the financial statements would be misleading if the component unit
data were not included. Based on the above criteria, the financial statements present only the
Dorothy Hull Library, a component unit of Windsor Charter Toewnship.

Government-Wide and Fund Financial Statements

The government-wide financial statements include the statement of net assets and the statement of
activities. These statements report financial information for the Library as a whole. For the most part,
the effect of inter-fund activity has been removed from these statements. Governmental activities,
normally supported by intergovernmental revenues, are reported separately from business-type
activities, generally financed in whole or in part with fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function
or segment are offset by program revenues. Direct expenses are those that are clearly identifiable
with a specific function or segment. Program revenues include: (1} charges to customers or
applicants who purchase, use, or directly benefit from goods, services, or privieges provided by a
given function or segment; and (2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Other items not properly
included among program revenues are reported instead as general revenue

Fund Financial Statements

The Library segregates transactions related to certain functions or activities in separate funds in order
to aid financial management and to demonstrate legal compliance. Separate statements are
presented for governmental activities. These statements present each major fund as a separate
column on the fund financial statements.

Governmental funds are those funds through which most govermental functions typically are
financed. The measurement focus of governmental funds is on the sources, uses and balance of
current resources. The general fund is the Library’s only governmental fund. '

The general fund is the Library's primary operation fund. It accounts for all financial resources of the
general government.

11



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
NOTES 1 - SUMMARY OF SIGNIFICANT ACOUNTING POLICIES - CONT'D

Measurement Focus/Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues
and expenditures are recognized in the accounts and reported in the financial statements. Basis of
accounting relates to the timing of the measurement made, regardless of the measurement focus
applied. _

- The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting. Revenue is recorded when earmed and expenses are
recorded when a liability is incurred, regardiess of the timing of related cash flows. Grants and similar

items are recognized as revenue as soon as all eligibility requirements imposed by the provider have
besn met.

Govermental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenue is recognized as soon
as it is both measurable and available. Revenue is considered to be available if it is collected within
the current period or soon enough thereafter to pay liabilities of the current period. For this purpose,
the Library considers revenues to be available if they are collected within 60 days of the end of the
current fiscal period. Expenditures generally are recorded when a fliability is incurred, as under
accrual accounting. However, expenditures relating to compensated absences and claims and
judgements are recorded only when payment is due.

Private-sector standard of accounting issued prior to December 1, 1989, are generally followed in the
government-wide financial statements to the extent that those standards do not conflict with
standards of the Governmental Accounting Standards Board.

As a general rule, the effect of inter-fund activity has been eliminated from the government-wide
financial statements.

Amounts reported as program revenue include: (1) charges to customers or applicants for goods,
services or privileges provided; (2) operating grants and contributions; and (3) capital grants and
contributions. Internally dedicated resources are reported as general revenue rather than as program
revenue,

Bank Deposits and Investments

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with a maturity date within three months or less when acquired.

Inventories and Prepaid items

Inventaries are valued at cost, on a first-in, first-out basis. Inventories of governmental funds are
recorded as expenditures when consumed rather than when purchased. Certain payments to
vendors reflect costs applicable to future fiscal years and are recorded as prepaid items in both
government-wide and fund financial statements.

12



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES — CONT'D

Capital Assets

Capital assets, which include property, plant, equipment, infrastructure assets {(e.g., roads, bridges,
sidewalks, and similar items) are reported in the applicable governmental or business-type activities
column in the government-wide financial statements. Capital assets are defined by the Library as
assefs with an initial individual cost of more than $500 and an estimated useful life in excess of wo
years. Such assets are recorded at historical cost if purchased or constructed. Donated capital
assets are recorded at estimated fair market value at the date of donation.,

Interest incurred during construction of capital assets of business-type activities is included as part of
the capitalized value of the assets constructed.

Property, plant and equipment Is depreciated using the straight-line method over the following useful
lives:

Buildings 2510 40 years

Land Improvements 15 years

Furniture and Fixiures 10 to 20 years

Computer Equipment 5 years

Library Books and Videos 10 years
Fund Equity

In the fund financial statements, governmental funds report reservations of fund balance for amounts
that are not available for appropriation or are legally restricted by eutside parties for use for a specific
purpose. These funds are reserved for future capital outlays and improvements to the library.

13



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

NOTE 2 ~ STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

Budget Poligies
Annual budgets are adopted on a basis consistent with generally accepted accounting principles and

State Law for the General Fund. All annual appropriations lapse at fiscal year end. Encumbrances
are not employed.

The budget document presents information by fund and function. The legal level of budgetary conirol
adopted by the governing body (i.e., the level at which expenditures may not legally exceed
appropriations) is the activity level. Expenditures in excess of amounts budgeted are a violation of
Michigan Law. State law permits entities to amend their budgets during the year. There were no
significant amendments during the year.

NOTE 3 - CASH

Michigan Compiled Laws, section 129,91, authorizes the Library to make deposits and invest in the
accounts of the federally insured banks, credit unions, and savings and loan associations which
have offices in Michigan. The Library is allowed to invest in bonds, securities and other direct
obligations of the United States or any agency or instrumentality of the United States: United
States government or federal agency obligations; repurchase agreements; banker's acceptance of
United States banks; commercial paper rated within the two highest classifications which mature
not more than 270 days after the date of purchase; obligations of the State of Michigan or its
political subdivisions which are rated as investment grade; and mutual funds composed of
investment vehicles which are legal for direct investment by local units of government in Michigan.

The Library Board has designated three banks for deposit of Library funds. The investment policy
adopted by the board in accordance with Public Act 196 of 197 has authorized investments In bank
accounts and CDs, but not the remainder of State statutory authority as listed above.

The Library's deposits and investment policy are in accordance with statutory authority.

The Governmental Accounting Standards Board Statement No. 3 risk disclosures for the Library's
cash deposits are as follows:

Deposits Carrving Amounts
Insured (FDIC) § 97,206

Investments are categorized into these three categories of credit risk:

1. Insured or registered, or securities held by the Library or its agent in the Library's name;

2. Uninsured and unregistered, with securities held by the counterparty's trust department or agent
in the Library's name; and

3. Uninsured and unregistered, with securities held by the counterparty or by its trust department
or agent but not in the Library's name.



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
NOTE 3 — CASH — CONT'D

At year-end, the government's investment balances were categorized as follows:

Reported
Category Amount
1 2 3 (Fair Value)
Certificates of Deposit § 145,979 $ 74,948 £ -0 $ 220,927
Investments Not Subject
to Categorization 55,600
Totals 5 276,527

The New York Life Insurance investment is in a whole life insurance policy insuring the life of
the donor. The Library is the beneficiary and owner of this palicy. The donor has paid
$100,000 on the insurance policy. Future insurance premiums will be paid from cash values
of the insurance policy. The cash and face values of the policy at December 31, 2006, were
$55,600 and $111,737, respectively.

NOTE 4 — CAPITAL ASSETS

Capital asset activity of the Library for the current year was as follows:

Beginning Ending

Governmental Activities Balance Increases Decreases Balance
Capital Assets Not Being Depreciate

Land $ 4100 &% 3 5 4,190
Capital Assets Being Depreciated

Buildings 92,966 92,966
Land improvements 3,950 3,950
Furniture and Fixtures 39,203 6,438 45,641
Books & Videos 376,890 13,082 1,919 380,053
Subtotal 513,109 20,420 1,919 531,610
Less Accumulation Depreciation 337,182 33,913 1,919 369,176
Net Capital Assets Being Depreciated 175,927 {13,493) -0- 162,434
Governmental Activites Capital Total

Capital Assets-Net of Depreciation $ 180,117 §  {13,403) % -0- S 166,624

Depreciation expense totaling $33,913 was charged to the general government program in the
statement of activities.

15



DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - EMPLOYEE'S RETIREMENT SYSTEM —~ DEFINED CONTRIBUTION

The Library has a defined contribution pension plan covering substantially all employees who
choose to belong to the plan. The minimum contribution of employees who wish fo participate is
5 percent of their gross wage. The Library will contribute a maximum of 10 percent of
participating employees gross wages. This benefit is an insurance-type plan administered by
plan trustees, "Windsor Charter Library Pension Plan”, under provisions of Section 401(a}) of the
Internal Revenue Code. As of December 31, 2006, the pension plan's current membership was
one employee.

A defined contribution pension plan provides pension benefits in return for services rendered,
provides an individual account for each participant, and specifies how contributions to the
individual's account are to be determined instead of specifying the amount of benefits the
individual is to receive. Under a defined contribution pension plan, the benefits a participant will
receive depend solely on the amount contributed to the participants account, the returns earned
on the investments of those contributions, and forfeitures of other participant's benefits that may
be allocated to such participant's account. The plan has no annual contribution requirement.
Amounts to be contributed to the plan will be determined by the library board annually and all
contributions have immediate vesting.

For the plan year ended December 31, 2006, the Library’s actual contributions amounted to
$3,436. The plan is funded through the Manulife Insurance Company and had the following
activity during the fiscal year ended December 31, 2006.

Balance -~ January 1, 2006 $ 44,927
Contributions - Employees 3,436
- Employer 3,436
Earnings (Loss) 8,110
Charges _{ B653)
Balance - December 31, 2006 § 57,256

No pension provision changes occurred during the year that affected the required contributions
to be made by the Dorothy Hull Library.

The pension plan held no securities of the Dorothy Hull Library or other related parties during the
year or as of the close of the fiscal year.

NOTE 6 — FUND BALANCE — RESERVED

The reserved portion of the fund balance, totaling $25,417 consists of the Dorcthy Hull Memorial
Fund. These funds are reserved for future capital outiays and improvements to the library.
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DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNSHIP
NOTES TO FINANGIAL STATEMENTS

NOTE 7 — RISK FINANCING

The Library is exposed to various risks of loss related to theft of, damage to, and distribution of
assets; errors and omissions; and injuries to employees. The Library purchases insurance from
independent third parties for claims relating to general liability, excess liability, auto [iability, errors
and omissions, physical damage ({equipment, building and contents} and workers'

compensation. Settlement amounts have not exceeded insurance coverage for the current or
three prior years.
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DOROTHY HULL LIBRARY
WINDSOR CHARTER TOWNWHIP
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET AND ACTUAL - GENERAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2006

Variance With
Original Amended Amended
Budget Budget Actual Budgst
REVENUES
State Aid 5 5600 §$ 5600 § 5302 % {298)
Penal Fines ‘ 27,500 27,500 34,315 6,815
Charges for Services 3,050 3,050 4,092 1,042
Interest and Rentals 5,800 5,800 15,874 10,174
Other Revenues 300 300 1,313 1,013
Total Revenues 42,250 42,250 60,996 18,746
EXPENDITURES:
Personal Services 47 528 47,528 45,839 1,689
Operating Supplies 3,200 5,300 5,049 251
Insurance 2,600 2,600 1,831 769
Profassional Services 4,250 4,450 4,450 -0-
Utilities 4,500 4 500 4,081 419
Repairs and Maintenance 1,500 1,550 1,507 43
Capital Outlay - Books & Videos 20,100 20,100 14,592 5,508
Capital Outlay - Other 3,000 7,650 6,438 1,212
Miscellaneous 5,650 6,550 6,057 493
Retirement 3,500 3,500 3,436 64
Contingencies 8,000 -0- -0)-
Total Expenditures 103,728 103,728 03,280 10,448
Excess of Revenues Over {Under)
Expenditures (61,478) (61,478) {32,284) 29,194
Other Financing Sources (Uses)
Operating Transfers 37,000 37,000 37,000 -0-
Excess of Revenue and Qther
Financing Sources Over
Expenditures and Other Uses 5 (24,478} % {24,478) 4,716 & 29,194
Fund Balance - January 1, 2005 408,481
Fund Balance - December 31, 2005 5 413,197

The notes to the financial statements are an integral part of this statement.
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June 2%, 2007

To The Library Board of Trustees
Dorothy Hull Library

Windsor Charter Township
Dimondale, MI 48821

In planning and performing our audit of the financial statements of Dorothy Hull
Library, Windsor Charter Township for the year ended December 31, 2006, in
accordance with auditing standards generally accepted in the United States of
America, we considered the Library’'s internzl control over tfinancial reporting
as a basis for designing our auditing’procedﬁres for the purpose of expressing
" our opinions on the financial statements, but not for the purpose. of expressing
an opinion on the effectiveness of the Library's internal control. Accordingly,

we do not express an opinion on the effectiveness of the Library’'s internal
control.

Our consideration of internal control was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in
internal control that might be significant deficiencies or material weaknesses.
However, as discussed below, we identified a certain deficiency in internal
control that we consider to be a significant deficiency.

A control deficiency exists when the design or operation of a control does net
allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect misstatements on a timely basis. A significant
deficiency is a control deficiency, or a combination of control deficiencies,
that adversely affects the Library's ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a
misstatement of the Library’s financial statements that is more than
inconsequential will not be prevented or detected by the entity’s internal

control. We consider the following deficiency to be a significant deficiency in
internal control.

Lack of »adequate Controls to Produce Full-Disclogure GAAP Basis Financial
Statements

Criteria: All Michigan governments are required to prepare financial statements
in accordance with generally accepted accounting principles (GAAP). Thisg is a
responsibility of the govermment's management. The preparation of financial
statements in accordance with GAAP requires intermal controls over hoth {1)
recording, processing, and summarizing accounting data ({i.e., maintaining
internal books and records}, and (2) reporting government-wide and Fund

Randall L. Tepatti, Registered Reproseutative
Securities offered through NEXT Financial Group, Inc. Member NASDYSIPC, Cardinal Tepattd & Co., BC, is not an affiliate of NEXT Financial Group, Inc.



financial statements, including the related footnotes (i.e., external financial
reporting.}

Condition: Az is the case with many smaller and medium-sized entities, the
government has historically relied on its independent external auditorsz to
assist in the preparation of the government-wide financial statements and
footnotes as part of its external financial reperting process. Accordingly, the
government’'s ability to prepare financial statements in accordance with GAAP is
based, in part, on its reliance oan its external auditors, who cannot by
definition be considered a part of the govermment’s internal controls.

Cause: This condition was caused by the government’s decision that it is more
cost effective to outsource the preparation of its annual financial statements
to the auditors than to incur the time and expense of obtaining the necessary

training and expertise required for the government to perform this task
internally.

Effect: As a result of this condition, the government lacks internal controls
over the preparation of £financial statements in accordance with GAAP, and
instead relies, in part, on its external auditors for assistance with this task.

View of Responsible Officials: The Library has evaluated the cost vs. benefit
of establishing internal controls over the preparation of financial statements
in accordance with GAAP, and determined that it is in the best interests of the
government to outsource this task to its external auditors, and to carefully
review the draft financial statements and notes prior to approving them and
accepting responsibility for their content and presentation.

This communication is intended solely for the information and use of management,
the Library Board of Trustees, and others within the organization, and ig not

intended to be and should not be used by anyone other than these specified
parties.
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